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MEMORAKDUM FOR: Deputy Asslstant Director for Resecarch and Reports

FROM: Chief, Economic Resegych Aren

SUBJRCT: ERA Contribution to "Semi-Anmunl Report to the President's
Board of Consultants on Foreisn Ecoromic and Geogrsphic
Intelligence Activities”

REFERERCE: Your Memorandum of 28 March 1958 an the same subject

I. Ecunomic and Geogrepbic Intellisence Production

Research contimaed during the pericd on the snalysis of the factors
eausing the slowing~down in the rate of economlc growth in the Sino-Soviet
Hloc comntries end the nature of Bloc respomses to this development. This
research indicates tentatively thsi the lowered rate of growth in the USSR
wes not due entirely to temporary factors, but, more significantly, to &
slight shift in priorities in favor of copsumption over investment and
perhaps also o an increassed relative cost of resource development. Witk
respect to Chine, however, the lower yate of growth in 1957 appears to be a
temporsyy phenomens, snd our resesrch indicates that the Chinese economy is
capsble of contimued rapld industrialization, subject, however, to &

critical uncertsinty comcerning the ability of the sgricultural sector to
wbeile Gimmad e Provmdry L Anicsssaty dousploss jo Spal T joy oo
vl Pioare

meet the needs of a groving population, s8¢ also continued ""‘”“f/f';("ﬂ,- s
Vitdgbiew..
an our efforts to measure the slze and structure of Bloc economies. A e

comprehensive set of nstional secounts for the USSR in 1955 has been
completed and work hms progressed on the caleulation of ruble-dollar

ratics, which will be used in the fortheoming Nefional Intelligence Estimate
of Soviet Cepadilities. A set of accounts has also been prepared for Chins,
and work is currently widerwasy to develop simllar dats for the Puropesn
Batellites.
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The principal new problem srising in the period stems from the apperent
mcoeleration of sclentific development and miltitery technology in the USSE.
The ERA is attempting to contribute to sn assessment of the economic costs
of this development through s rigorous gll-gource analysis of the Soviet
budget. Sindlar snslyses sre belng mede to improve estimates of militexry
sxpenditures, inclnding expenditures on atomic energy. In connection with
rﬁcent Fotional Intelligence Estimates of the Soviet ICHM and cepabilities
in the Field of gpuided missiles, the ERA was the principsl providor of
intelligence on the factors affecting operation cepsblliities, incluvding
production, deployment, logistles, tralning, and costs.

In implementation of revised ESC economic defense policy, extensive
economic intelligence support wes provided st the request of EDAC for the first
couprehensive reviev of the multilatersl trade contyols eince 1954. ORR
economic anslysts bhave supported iotensively the substantive prepsrs¥ion of
the US delegation to the COUOM meetings surrently being held in FParis for
the revision of controls on trade between the COCOM countries and the Boviet
Kipe. OHR commodity specialists also are providing direct technicsl and
econtmic intelligence support to the dalegation dnring the course of the
dlacusaions. Substantisl stitention continued to be glven also to sconcmic
coverage of the Bloo's economlc penetration activities in wndsr-developed

During the perfod considershle research on Soviet agriculture vas deue, :W’h‘/
including completion of a commmity-wide paper, now before the EIC Secretarist,
on "Policies, Performance snd Prospects of Soviet Agriculture” and preparation
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of n paper for ID/P on the USSR meet and milk progrem to be used for counter-
propagenda purposes. Discussions also contimved with the Department of

Agriculture concerning the possibility of using P 80 funds for externsl

research projects on Bloe asgrieulture.

25X1D0a

It is believed that this hss resulted in sericusly inedequate coverage
of ecomomic intelligence, and efforts are uwnderwvay to expand this source,
particulerly with respect to defense expenditures snd the economic aspeets

of stomlic energy.

25X1B1a
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I¥I. Disserdnetion and Utilizetion of ORR Products

The extensive sconomic and militery-econcmic dats on the Soviet Unien
provided to the Gaither Committee, noted in our previous report, was the
basis for a kRey part of the Committee’s final report. Eoonomde intelligence

Dcidnaf Ur [Berrinne cof U iZeesly <,
on Soviet militery expenditures was supplied to t&e Lfamt Chielfs of stez{
the Department of the fxmy, and the Depariment of &a‘bm In addition, direct

scopomie Intelligence support on important nationsl security issues was
provided to the Feonomic Defense Myvisory Comdttee and the Operntions
Coordinsting Bosxd. Among the nore notable sppreciations of ORR's economic
intelligence activities received sinee 1 OGctober 1957 were copmendations
from the Director of Targets, ALS/Intelljgence, Department of the Air PForee,
for intelllgence support in the compllation of Terget Dete Inventory; from
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the Assistent Secretary of Defense for internationsl Affeirs in sppreciation

of the bi-weekly reports on "Sino-Soviet Hloc Feonomic Activities in Under-

W, R/~ J,} ; | -
developed Avess"; from Mr. Robewt Galthel, Chnirman of the Gaither Committee,

1

commenting on the grest velue of the ORR report on Soviet Defemse Expenditures.

25X1X2
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